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subpart applies to Area Loan Special-
ists in Alaska and the Director for the
Western Pacific Territories.

(d) The County Supervisor may re-
delegate, in writing, any authority del-
egated to the County Supervisor in this
subpart to an Assistant County Super-
visor, GS-7 or above, who is determined
by the County Supervisor to be quali-
fied. Authority of County Supervisors
in this subpart applies to Area Loan
Specialists in Alaska, Island Directors
in Hawaii, the Director for the Western
Pacific Territories, and Area Super-
visors in the Western Pacific Terri-
tories and American Samoa.

§1955.55 Taking abandoned real or
chattel property into custody and
related actions.

(a) Determination of abandonment.
(Multiple housing type loans will be
handled in accordance with §1965.75 of
Subpart B of Part 1965 of this chapter.)
When it appears a borrower has aban-
doned security property, the servicing
official shall make a diligent attempt
to locate the borrower to determine
what the borrower’s intentions are con-
cerning the property. This includes
making inquiries of neighbors, check-
ing with the Postal Service, utility
companies, employer(s), if known, and
schools, if the borrower has children,
to see if the borrower’s whereabouts
can be determined and an address ob-
tained. A State supplement may be
issued if necessary to further define
“abandonment’ based on State law. If
the borrower is not occupying or is not
in possession of the property but has it
listed for sale with a real estate broker
or has made other arrangements for its
care or sale, it will not be considered
abandoned so long as it is adequately
secured and maintained. Except for
borrowers with Farmers Program
loans, if the borrower has made no ef-
fort to sell the property and can be lo-
cated, an opportunity to voluntarily
convey the property to the Govern-
ment will be offered the borrower in ac-
cordance with §1955.10 of Subpart A of
this part. In farmer program cases, bor-
rowers must receive Attachments 1 and
2 of Exhibit A of Subpart S of Part 1951
of this chapter and any appeal must be
concluded before any adverse action
can be taken. The County Supervisor
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will send these forms to the borrower’s
last known address as soon as it is de-
termined that the borrower has aban-
doned security property.

(b) Taking security property into FmHA
or its successor agency under Public Law
103-354 custody. When security property
is determined to be abandoned, the
running record in the borrower’s file
will be fully documented with the facts
substantiating the determination of
abandonment, and the servicing offi-
cial shall proceed as follows without
delay:

(1) For loans to individuals (except
those with Farmer Program loans), if
there are no prior liens, or if a prior
lienholder will not take the measures
necessary to protect the property, the
County Supervisor shall take custody
of the property, and a problem case re-
port will be prepared recommending
foreclosure in accordance with §1955.15
of Subpart A of this part, unless the
borrower can be located and voluntary
liquidation accomplished. Farmer Pro-
gram loan borrowers will be sent the
forms listed in paragraph (a) of this
section and the provisions of §1965.26 of
Subpart A of Part 1965 of this chapter
will be followed.

(2) For MFH loans, if there are no
prior liens, the District Director will
immediately notify the State Director,
who will request guidance from OGC
and may also request advice from the
National Office. The State Director,
with the advice of OGC, will advise the
borrower by writing a letter, certified
mail, return receipt requested, at the
address currently used by Finance Of-
fice, outlining proposed actions by
FmHA or its successor agency under
Public Law 103-354 to secure, maintain,
and operate the project.

(i) If the unpaid loan balance plus re-
coverable costs do not exceed the State
Director’s loan approval authority, the
State Director will authorize the Dis-
trict Director to take custody of the
property, make emergency repairs if
necessary to protect the Government’s
interest, and will advise how the prop-
erty is to be managed in accordance
with Subpart C of Part 1930 of this
chapter.

(ii) If the unpaid loan balance plus re-
coverable costs exceeds the State Di-
rector’s loan approval authority, the
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State Director will refer the case to
the National Office for advice on emer-
gency actions to be taken. The docket
will be forwarded to the National Of-
fice with detailed recommendations for
immediate review and authorization
for further action, if requested by the
MFH staff.

(iii) Costs incurred in connection
with procurement of such things as
management services will be handled
in accordance with FmHA or its suc-
cessor agency under Public Law 103-354
Instruction 2024-A (available in any
FmHA or its successor agency under
Public Law 103-354 office).

(iv) The District Director will pre-
pare a problem case report to initiate
foreclosure in accordance with §1955.15
of Subpart A of this part and submit
the report to the State Director along
with a proposed plan for managing the
project while liquidation is pending.

(3) For organization loans other than
MFH, if there are no prior liens, the
District Director will immediately no-
tify the State Director that the prop-
erty has been abandoned and rec-
ommend action which should be taken
to protect the Government’s interest.
After obtaining the advice of OGC and
the appropriate staff in the National
Office, the State Director may author-
ize the District Director to take cus-
tody of the property and give instruc-
tions for immediate actions to be
taken as necessary. The District Direc-
tor will prepare a Report on Servicing
Action (Exhibit A of Subpart E of Part
1951 of this chapter) recommending
that foreclosure be initiated in accord-
ance with §1955.15 of Subpart A of this
part and submit the report to the State
Director, along with a proposed plan
for management and/or operation of
the project while liquidation is pend-
ing.

(c) Protecting custodial property. The
FmHA or its successor agency under
Public Law 103-354 official who takes
custody of abandoned property shall
take the actions necessary to secure,
maintain, preserve, lease, manage, or
operate the property.

(1) Nonsecurity personal property on
premises. If a property has been aban-
doned by a borrower who left nonsecu-
rity personal property on the premises,
the personal property will not be re-
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moved and disposed of before the real
property is acquired by the Govern-
ment. If the premises are in a condition
which presents a fire, health or safety
hazard, but also contains items of
value, only the trash and debris pre-
senting the hazard will be removed.
The servicing official may request ad-
vice from the State Director as nec-
essary. The servicing official shall
check for liens on nonsecurity personal
property left on abandoned premises. If
there is a known lienholder(s), the
lienholder(s) will be notified by cer-
tified mail, return receipt requested,
that the borrower has abandoned the
property and that FmHA or its suc-
cessor agency under Public Law 103-354
has taken the real property into cus-
tody.

Actions by FmHA or its successor
agency under Public Law 103-354 must
not damage or jeopardize livestock,
growing crops, stored agricultural
products, or any other personal prop-
erty which is not FmHA or its suc-
cessor agency under Public Law 103-354
security.

(2) Repairs to custodial property. Re-
pairs to custodial property will be lim-
ited to those which are essential to
prevent further deterioration of the
property. Expenditures in excess of an
aggregate of $1,000 per property must
have prior approval of the state Direc-
tor.

(d) Emergency advances where liquida-
tion is pending. Although security prop-
erty may not be defined as abandoned
in accordance with paragraph (a) of
this section, if the borrower is not oc-
cupying the property and refuses or is
unable to protect the security prop-
erty, the servicing official is author-
ized to make expenditures necessary to
protect the Government’s interest.
This would include, but is not limited
to, securing or winterizing the prop-
erty or making emergency repairs to
prevent deterioration. Expenditures
will be handled in accordance with
paragraph (e) of this section. Situa-
tions where this authority may be used
include, but are not limited to, where a
borrower has a sale pending or when a
voluntary conveyance is in process.

(e) Income and costs. Income received
from the property will be handled in
accordance with FmHA or its successor
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agency under Public Law 103-354 In-
struction 1951-B (available in any
FmHA or its successor agency under
Public Law 103-354 office) and applied
to the borrower’s account as an extra
payment. Expenditures will be charged
to the borrower’s account as a recover-
able cost. Costs will be paid in accord-
ance with FmHA or its successor agen-
cy under Public Law 103-354 Instruc-
tion 2024-A (available in any FmHA or
its successor agency under Public Law
103-354 office).

(f) Off-site procurements. Cir-
cumstances may require off-site pro-
curement action(s) to be taken by
FmHA or its successor agency under
Public Law 103-354 to protect custodial,
security or inventory property from
damage or destruction and/or protect
the Government’s investment in the
property. Such procurements may in-
clude, but are not limited to construc-
tion or reconstruction of roads, sewers,
drainage work or utility lines. This
type work may be accomplished either
through FmHA or its successor agency
under Public Law 103-354 procurement
or cooperative agreement. However, if
FmHA or its successor agency under
Public Law 103-354 is obtaining a serv-
ice or product for itself only, it must
be a procurement and any such actions
will be in accordance with FmHA or its
successor agency under Public Law 103—
354 Instruction 2024-A (available in any
FmHA or its successor agency under
Public Law 103-354 office). Funding will
come from the appropriate insurance
fund.

(1) Conditions for procurement. Such
expenditures may be made only when
all of the following conditions are met:

(i) A determination is made that fail-
ure to procure work would likely result
in a property loss greater than the ex-
penditure;

(ii) There are no other feasible means
(including cooperative agreements) to
accomplish the same result;

(iii) The recovery of such advance(s)
is not authorized by security instru-
ments in the case of security or custo-
dial property (no such limitation exists
for inventory property);

(iv) Written documentation sup-
porting subparagraphs (i), (ii) and (iii)
has been obtained from the authorized
program official;

7 CFR Ch. XVIIl (1-1-01 Edition)

(v) Approval has been obtained from
the appropriate Assistant Adminis-
trator.

(2) Direct procurement action. Where
direct procurement action is con-
templated, an opinion must be ob-
tained from the Regional Attorney
that:

(i) FmHA or its successor agency
under Public Law 103-354 has the au-
thority to enter the off-site property to
accomplish the contemplated work, or

(ii) A specific legal entity has author-
ity to grant an easement (right-of-way)
to FmHA or its successor agency under
Public Law 103-354 for the con-
templated work and such an easement,
in a form approved by the Regional At-
torney, has been obtained.

(3) Cooperative agreements. Coopera-
tive agreements between FmHA or its
successor agency under Public Law 103—
354 and other entities may be made to
accomplish the requirement where the
principal purpose is to provide money,
property, services or items of value to
state or local governments or other re-
cipients to accomplish a public pur-
pose. Exhibit C of this subpart (avail-
able in any FmHA or its successor
agency under Public Law 103-354 office)
is an example of a typical cooperative
agreement. A USDA handbook pro-
viding detailed guidance for all parties
is available from the USDA—Office of
Operations and Finance. Although co-
operative agreements are not a con-
tracting action, the authority, respon-
sibility and administration of these
agreements will be handled consistent
with contracting actions.

(4) Consideration of maintenance agree-
ments. Maintenance requirements must
be considered in evaluating the eco-
nomic benefits of off-site procure-
ments. Where feasible, arrangements or
agreements should be made with state,
local governments or other entities to
ensure continued maintenance by dedi-
cation or acceptance, letter agree-
ments, or other applicable statutes.

[63 FR 35765, Sept. 14, 1988, as amended at 54
FR 20521, May 12, 1989; 57 FR 36591, Aug. 14,
1992]
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